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When Colombian President Andres Pastrana took office Aug. 7, major economic problems awaited
him. He quickly devalued the Colombian peso and announced other measures to address the
problems. The economic package set off widespread protests, called the worst in decades. Two
debilitating strikes by public-sector workers followed, the first major political test of the new
president. Pastrana has dismissed the strikers as "a small minority," and declared the strikes illegal
(see NotiSur, 08/14/98).
When the new administration came in, Finance Minister Juan Camilo Restrepo said the country
was on the verge of economic collapse. Although many politicians called Restrepo's comments
an exaggeration aimed at blaming the previous administration of Ernesto Samper for the crisis, it
is becoming more apparent that Restrepo's diagnosis was correct. The Colombian economy has
serious liquidity problems, soaring interest rates, nearly tripled inflation, and growing deficits, all
aggravated by the international financial upheaval.
Restrepo who is seeking to close the budget-deficit gap the new administration inherited sent a
fiscal-adjustment proposal to Congress that included sharp increases in the number of products and
services subject to Colombia's 17% value-added tax (IVA), including many items in the basic food
basket.

Package brings widespread protests
Protests against the government austerity measures began Sept. 17, with demonstrators calling for
jobs, payment of back wages, and for the government to call off plans to close hospitals and lay off
staff. In Cali, workers protested a government push for voluntary retirement of 1,200 workers. In
Santa Fe de Bogota, thousands of street vendors demanded the right to work, and in several cities
teachers walked out of classrooms, demanding back pay.
The Federacion Nacional de Trabajadores al Servicio del Estado (FENALTRASE) officials then
called a 48-hour general strike of 800,000 public employees on Sept. 23-24. They demanded that the
government grant wage increases that would cover the country's 18% inflation, rather than the 14%
cap on raises the government set for 1999. Workers also objected to privatization of state businesses,
called for agrarian reform, expanded social security coverage, and more money in the budget for
health and education. Union president Wilson Borja claimed about 98% of union members observed
the stoppage by seven labor organizations.
Labor Minister Hernando Yepes said, however, that the work stoppage was "a useless
demonstration." Indefinite strike begins On Oct. 7, FENALTRASE again called a strike, this time
open-ended, causing problems in transportation, health services, distribution of gasoline and
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petroleum products, and education. The government threatened to declare the strike illegal, and
labor leaders warned such a move could set off violence. The government warning came as customs
workers voted to join the stoppage, stepping up pressure on the government. After oil workers
joined the strike, the government sent the army into refineries in Barrancabermeja and Cartagena to
prevent a complete shutdown of production and to prevent vandalism or sabotage.
On Oct. 9, the government declared the strike illegal. Yepes said state employees who do not return
to work face serious sanctions. Workers vowed to defy the ban and stay off the job indefinitely.
Strikers clashed with police outside the headquarters of the state phone company Telecom when
some employees who refused to join the walkout were escorted past picket lines in armored police
cars. Police turned water cannons on workers hurling rocks and bottles.
Tensions also flared in Barrancabermeja, an oil-refining city 264 km miles north of Bogota, where
state oil workers tore down a barbed-wire barrier and scuffled with army troops guarding the
national refinery. Air-traffic controllers joined the action, causing delays of up to four hours at
some airports. The walkout has curtailed phone service, canceled school for millions of students,
shut down courts, and limited hospitals to emergency services. On Oct. 14, about 200,000 workers
marched through the capital in the "takeover of Bogota," paralyzing the city. But the government
said it would not negotiate with a "minority group." Pastrana, facing his biggest political challenge
since taking office two months ago, said that he would not cede to the unions' "unjustified"
demands.
"This strike has...become a political action. It's not possible to sit down with a minority and talk
about the future of the whole state," said Pastrana. "I have no intention of cutting any deal that puts
the stability of the whole nation at risk." Minutes after Pastrana's hard-line speech, union leaders
broke off tentative talks with Yepes. No fresh talks have been scheduled. "Pastrana has sent the
message that you can only negotiate with him if you have a gun in your hand," Borja said.
Pastrana has made launching peace talks with Colombia's estimated 20,000 leftist guerrillas his top
priority (see NotiSur, 07/17/98 and 09/25/98). Economic outlook remains grim Meanwhile, reports
issued Oct. 8 showed the economy is continuing to deteriorate and has now entered a recession that
could bring Pastrana to assume extraordinary powers to deal with the crisis. "During the last quarter
[July-September], economic growth was below zero and we are now technically in a recession,"
said Partido Liberal Sen. Luis Guillermo Velez, a specialist in economic affairs. He said the Banco
de la Republica (central bank) has been unable to stop inflation, now at 23%, nor reduce the high
interest rates, while the international crisis, the fiscal deficit, and the current accounts deficit are all
increasing. "The situation is so serious that one can clearly speak of a strangulation of the economy."
Velez called on Pastrana to declare an economic state of emergency. Restrepo said the
administration hopes Congress will approve the economic adjustments, including the reduction in
public spending and increase in taxes, before considering an economic emergency. Nevertheless,
Sen. Velez said a majority in Congress opposes the administration proposal to extend the IVA,
despite a Tax and Customs Division announcement that income-tax revenues dropped 11.8% in
the first eight months of the year. [Sources: Notimex, 09/24/98, 10/09/98; Associated Press, 09/17/98,
10/13/98, 10/14/98; Reuters, 09/21/98, 10/08/98, 10/09/98, 10/14/98; El Nuevo Herald (Miami), 09/24/98,
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10/05/98, 10/06/98, 10/08/98, 10/14/98; Spanish news service EFE, 09/25/98, 10/06/98, 10/07/98,
10/14/98; The New York Times, 10/14/98]
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